Value Creation Platform

Sustainability Strategies

Sustainability

In July 2023, we established the Sustainability Committee to explore a form of growth

that does not place an excessive burden on society. The committee is chaired by the

Representative Director, President and Executive Officer. What role should we play in

society in response to demands for sustainability? We are committed to addressing

social issues and working with society in the three business domains of chemicals, toll

processing, and engineering.

Aiming to “make effective use of limited resources

and realize an affluent, sound society”

Our corporate philosophy is: “We are contributing to the effective use of limited resources

on planet Earth, creating new value of resources through surface modification of all kinds of

materials, preserving the global environment, and realizing an affluent society.”

Since we introduced Japan’s first rust prevention technology (phosphate conversion
treatment technology), we have contributed to a wide range of fields, from core industries
to cutting-edge industries in surface modification, mainly for metals. As a leader in surface
modification, we recognize the social responsibility that comes with our corporate activi-

ties, and we will strive to meet society’s expectations. We aspire to develop the Company

through these efforts and help create a sustainable society.

Tackling climate change -- Initiatives based on TCFD
recommendations and the challenges to achieve carbon neutrality --

Nihon Parkerizing announced its support for the Task Force on Climate-related Financial Disclosures (TCFD) recom-

mendations in January 2024 and has joined the TCFD consortium, composed of companies and financial institutions that
support the recommendations. We are committed to ensuring accountability to our stakeholders regarding the progress
of our response to climate change through the disclosure of information in line with the TCFD framework. In addition, we
will take appropriate actions based on our assessment of the business and financial impact of the risks and opportunities
identified in our climate change scenario analysis.

Governance

In July 2023, we set up a Sustainability Committee to
achieve sustainable growth under our management philos-
ophy while also enhancing both economic and social value.
We continue to pursue initiatives related to sustainability,
including those related to climate change, in response to ris-
ing demands and expectations that companies contribute to
the realization of a sustainable society.

This committee meets four times a year to discuss the sce-
nario analysis results based on the TCFD recommendations,

Strategies

issues related to measures to address climate change, and
issues associated with establishing and progressing toward
qualitative and quantitative targets. The committee reports
these deliberations to the Executive Committee and the Board
of Directors at least once a year without delay. The Board of
Directors oversees the company’s sustainability activities.

The Sustainability Committee met in
July, August, and November in 2023, and in May in 2024.

Based on short-, medium-, and long-term time perspec-
tives, we have assessed and identified risks and opportunities
that we estimated would have a significant impact on our busi-
ness, from among transition risks attributed to policies, reg-
ulations, and market changes that climate change will bring
to the value chain, as well as physical risks such as extreme
weather events, according to the risk and opportunity assess-
ment process that we have established. In addition, we have
conducted a scenario analysis of how our business environ-
ment could have changed in 2030 from a long-term perspec-
tive, given the unique nature of the issue of climate change.

In the scenario analysis, we referenced multiple existing
scenarios published by the International Energy Agency (IEA)
and the Intergovernmental Panel on Climate Change (IPCC).
We assumed three scenarios: the below 1.5 °C scenario, the
below 2 °C scenario, which assumes that decarbonization has
accelerated, and the 4 °C scenario, where the temperature
will rise most sharply. The risks and opportunities expected
to impact the business significantly were identified as follows,
and we quantified the financial impact in 2030 to the extent
possible.

* Reference scenarios: Transition risk: IEA NZE, IEA APS, IEA STEPS
Physical risk: SSP1-1.9, SSP1-2.6, SSP5-8.5

Scenario analysis (below 1.5°C scenario)

i Time span
Scenario Eyg:oc:{ur:\?t';/ Impact on business Short |Medium-| Long e\g‘llt?;zlén Remedies
q e - q t t t
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+ Promotion of energy conservation
C}?]ost inc(rjease res?ltingbfrom + Shifting to renewable energy-based power
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. The Nihon Parkerizing Group is committed to realizing a sustainable society and ;?[';C\/ Decarbonization |22 use of carbon ® | Medum consumption
. . . - . . credits * Improvement of operating rate through intensive and
increasing its corporate value by providing its products and services. legal |policy Co'%cemrated ope‘?aﬁon ° o
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q o q q q . q tions * Enhancing supplier engagement
. The Nihon Parkerizing Group will actively seek to provide environmentally friendly Transi- Difficulty in procuring raw ® | vedum | Promoting muﬁfﬂp_soum%gg
i i tion materials * Product development with a view to purchasing and
products and services and ensure safety and quality. for Using alternative raw materials
q e q g q q Demand fo ; * Studying potential and apparent demands and issues
. The Nihon Parkerizing Group aims to realize a society where diverse human resources Market decarboniz;ﬁon %ﬁ\g/vlcgc ;Zrubsggﬁg% C?L?Qsand ° and érogm%ting reseamhpa%d development
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. The Nihon Parkerizing Group will engage in fair and sincere corporate activities, with 1.5°C ogy  |oustomers customer side - Promotion of energy conservation
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appropriate and timely information disclosure and proactive communication with
stakeholders.

Difficulty in procuring rare
| . raw materials

ncrease in -

Acute | i ral disasters |Shutdowns resulting from | @

natural disasters caused by
extreme weather conditions

Physical
risks

+ Enhancing supplier engagement
[ ] Low |+ Promoting multi-sourcing
* Product development to use alternative raw materials

Expansion of existing
markets

« Studying potential and apparent demands and issues
and promoting research and development

[ ] Low |« Enhancing customer engagement

+ Launching decarbonized products early enough to

Serving new markets

. |Prod- attract customers
Bﬁﬁgs ucts and Market changes - - -
services + Studying apparent demands and issues and promoting

research and development

[ ] High | « Developing tailored products

* Materializing environmentally friendly products by
accelerating development
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Financial impact in 2030 under “the below 1.5°C scenario

Risks M Opportunities ™ Risk management M Operating income

based on their importance, and priorities to be addressed
(comprehensive evaluations) are set by examining risks in rel-
ative terms.

climate-related risk management process
We are developing activities to continuously improve the

Integration with comprehensive risk management

The Group has established a Risk Management Commit-
tee to effectively and efficiently manage various risks that
may hinder the achievement of its business objectives. This
committee supervises risk management activities focused on
management risks (operational risks), evaluates such risks,

Strategy planning, implementation, progress and management of manages them, examines measures to address them, and
measures to address risks in our business and other activities reports to the Internal Governance Committee. The Sustain-
strategy H based on their importance. We reflect measures to tackle cli- ability Committee takes the lead in managing risks related to
Strategy [ mate-related transition risks and opportunities in our environ- climate change, and the two organizations work closely and
strategy [H mental strategy, incorporate them into our targets and plans, cooperatively with each other in company-wide risk manage-
promote and develop environmental performance improve- ment activities.
ment and risk management efforts, and make improvements
through the PDCA cycle.
Metrics and targets -- initiatives for carbon neutrality --
FY2021 Introduction of Difficulty in Decarbonization Natural Expansion Serving Risk FY2030
operating the carbon tax procuring raw measures disasters of existing new markets management operating
income materials markets income

To achieve carbon neutrality by 2050, the Company aims to reduce its Scope 1 and 2 GHG emissions by 5% by FY2024 and
by 30% by FY2030 on a non-consolidated basis compared to FY2020. We are actively introducing renewable energy sources and
considering continued energy-saving activities, including the generation of solar power for our consumption. We expect to meet
the FY2030 target ahead of schedule. We plan to set GHG emissions reduction targets for ourselves and our domestic consoli-

Key strategies based on the below 1.5°C scenario

We estimate that carbon discharge from business activities will increase with business growth if we take no
Strategy [l remedial action. Assuming the introduction of a carbon tax, the impact on operating income could be hundreds

dated subsidiaries. The entire Group is committed to achieving carbon neutrality.

Trends in Scope 1 and 2 CO2 emissions per unit of sales on

Scope 1, 2, and 3 emissions in FY2023 at the Company

Introduction of the of millions of yen. We have, therefore, set an ambitious emissions reduction target of reducing CO2 emissions g -
. ' a non-consolidated basis) alone and the Group
carbon tax per unit of sales (Scope 1 and 2) by 30% (compared to FY2020) by 2030 and will ensure that we promote
measures to address this risk. -
(kg-COz / million yen) (t-CO2)
o ) } ) ) 600 The Company alone  The Group*
We anticipate that the procurement of new raw materials may be required due to environmental regulations. If FY2023:
Strategy B A ) , o S 15% reduction Scope 1 10,803 29,224
- it is difficult to procure raw materials, the impact on operating income could be billions of yen. As we have set ’ ’
D'ﬁ'cf“ty in “taking responsibility for creating a sustainable society” as one of our key issues (materiality), we will establish a 500 h . Scope 2 Market-based emissions 9,607 24,015
pr(:::tr;:glr:w stable supply system for raw materials in cooperation with suppliers. Further, we will seek to develop products 30 % reduction Location-based emissions 9,176 23,297
' using alternative raw materials and switch to alternative products as appropriate. 200 Category 1 91,145 173,000
There is growing demand from customers for decarbonization. Failure to meet this demand could result in a Category 2 5,829 22,219
Strategy decrease in orders and the loss of billions of yen in operating income. We have set the development of products 00 Category 3 4,492 11,763
5 bonizati and services that contribute to achieving the SDGs as one of our key issues (materiality). To contribute to Category 4 5,466 15,220
ecnireazzlrzeas O achieving a carbon-free society, we will work to reduce the environmental impact of our customer’s manufactur- Scope 3 Category 5 1,204 3,279
ing processes and promote the calculation of the carbon footprint (CFP) of each product and service to visualize 200 Category 6 185 347
CO:2 emissions, thus promoting measures to address this risk.
Achieving Category 7 575 1,082
The movement toward carbon neutrality is accelerating worldwide, with the rapid expansion of decarbonization 100 carbon iz . 20 895
Strategy 1 markets and the development of innovative technologies required in these markets. As we have set “creating a neutrality by :
e ) I o, ) - ) FY2050 Category 12 52,953 57,402
Serving new more affluent society through surface modification technologies” as one of our key issues (materiality), we will
RS actively develop products for new markets based on the proprietary surface modification technologies we have 0 2019 2020 2021 2023 2030 2050 *The emissions of the following companies were measured: Nihon

cultivated over many years as a leading company.

Risk management

Process for identifying and assessing climate-related risks

At Nihon Parkerizing, our Sustainability Committee iden-
tifies and assesses climate risks. In contrast, the Risk Man-
agement Committee identifies and evaluates other business
risks.

The Sustainability Committee conducts scenario analysis
based on TCFD recommendations to identify critical risks
and opportunities and assess the degree of impact.
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For business risks, climate-related transition and physi-
cal risks were identified and assessed using a standard risk
sheet for the Company as a whole, considering risk assess-
ment criteria, such as impact and probability of occurrence.
The impact is evaluated on a four-point scale based on oper-
ating income. In contrast, the probability of occurrence is
assessed on a four-point scale based on the frequency of
occurrence. Ultimately, risks are rated on a 16-point scale

GHG emissions in Scope 1, 2, and 3

Parkerizing Co., Ltd., Parker Engineering Co., Ltd., Parker Processing
Co., Ltd., Oita Parkerizing Co., Ltd., Komatsu Parkerizing Co., Ltd.,
Japan Kanigen Co., Ltd., Hamamatsu Netsushori Kogyo Co., Ltd.,
Million Chemicals Co., Ltd., and Kyodoyuso Co., Ltd.

To ensure the transparency and reliability of the disclosed GHG (greenhouse gas) emissions, in
FY2023, we received assurance from an external organization (SOCOTEC Certification Japan K.K.)

as a third party.

QR code for third-
party certification

Nihon Parkerizing Co., Ltd. Integrated Report 2024
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Environmental Initiatives

The Nihon Parkerizing Group is committed to developing products that solve environmental issues at the production

stage and the stage of customer use to “effectively use limited resources and realize an affluent, sound society.”

Environmental policy and ISO 14001

To contribute to protecting the global environment, we have
established environment policies and obtained ISO 14001
certification, the international standard for environmental
management systems. We engage in various activities such
as strengthening our corporate structure, developing envi-
ronmentally friendly products, saving energy and resources,
and reducing waste.

ISO 14001 certificate Annexes to
of registration I1SO 14001

Environmental policy

1. The Nihon Parkerizing Group will comply with all relevant
laws, regulations, and agreements and operate its busi-
ness while considering biodiversity and giving the highest
priority to environmental protection.

2. The Nihon Parkerizing Group will contribute to society by
developing and marketing environmentally friendly prod-
ucts and technologies.

3. The Nihon Parkerizing Group will seek to reduce GHG
emissions throughout its value chain to realize a low-car-
bon society.

4. The Nihon Parkerizing Group will strive to reduce the
environmental impact of its business activities by effec-
tively using resources and appropriately managing chem-

ical substances.
(Note) In this environmental policy, water is included as a resource.

Initiatives to reduce the environmental load

Promotion of energy conservation

1] Achieving both energy reduction and high efficiency with optimal processing methods

2] Saving energy with initiatives including appropriate management of electricity and gas use and use of waste heat

3] Developing chemicals and expanding their lineup with a focus on low temperature and long life

II Reducing industrial waste in the treatment process

B Efforts to develop process equipment and systems aimed at reducing COz emissions from various industrial machinery

Approach to water resources

We use Baseline Water Stress, an Aqueduct Country Rank-
ing evaluation indicator developed by the World Resources
Institute, to check the water stress conditions in the countries
where the Group’s business sites are located. We manage
our consumption of water as a precious resource and strive
to use water resources effectively. We reuse drain water from
boilers (75-90 °C) as a heat source for heat exchangers
(Platecoils) in chemical engineering processes. Additionally,
we use cleaning water and condensates from heated steam
cleaners as makeup water for the showering of scrubbers
(exhaust gas treatment equipment).

Countries where our

Baseline Water Stress . .
business sites are located

Extremely high India

High Belgium, Mexico
Medium-high Eéaci)lsggéKorea, China,
Low-medium US., Japan, Philippines
Low Taiwan, Vietnam, Malaysia

Created based on scores by country for Base Water Stress used in Aqueduct
from the World Resources Institute

Chemical substances management

To fulfill our social responsibility as a chemical manufac-
turer that manufactures and sells chemical products, we have
formulated a policy for the management of chemical sub-
stances in products and established a Chemical Substance
Management System (hereinafter referred to as CMS). We
collect, manage, and communicate complex and voluminous
information on the hazards, toxicity, and risk assessment of
chemical substances based on domestic and international
laws and regulations, as well as customers’ standards, and

CMS management system

share this information internally for CMS activities.

In addition, we conduct surveys of suppliers about chemi-
cal substances contained in products under our Green Pro-
curement Guidelines. By controlling chemical substances
contained in our products and identifying chemical sub-
stances of concern for hazardousness, we manage and
reduce the risk of chemical substances for people and the
environment throughout the entire supply chain.

To provide appropriate

Development of environmentally friendly products

The Group’s surface modification technologies contribute
to solving global environmental issues such as resource con-

company in surface modification, we are promoting the devel-
opment of technologies for reducing environmental impact,

information to our custom-
ers, we have established a
system in which the seven
sectors concerned cooper-
ate and collaborate under the
supervision of the manage-

Raw material suppliers

Quality assurance
dept.
Environment and
safety dept.

Vv N

R&D Purchasing dept.
AN g
=

Toll processing and Technology
manufacturing dept. management dept.

servation, energy conservation, and high efficiency by adding
various functions to the surface of materials, such as corro-
sion resistance, wear resistance, and lubrication. As a leading

For a circular economy

such as replacing hazardous substances with chrome-free,
phosphorus-free, sludge-free, or similar substances, reducing
hazardous substances, and achieving zero emissions.

The Nihon Parkerizing Group considers low-carbon processes and decarbonization when designing chemicals. It uses recycla-
ble containers for the chemicals it sells. In addition to reducing industrial waste, the Group thoroughly manages disposal to ensure

it is appropriately handled.
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ment, chief administrator, and
chemical substance control
supervisor to manage chemi-

N

The domestic and overseas sales dept.
® Products @ Life sciences @ Toll Processing

[T

cal substances in products.

Measurement of soot and dust

Customers (market)

* Arrows indicate information flows.

We have two facilities where the measurement of soot and dust is required. Measurement is conducted twice a year. The results

are as follows. Measurement method: JIS-Z-8808 (filtration collection method) Measurement results: below 0.001 g/m?® (below the

detection limit)
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Research and Development

We will celebrate our 100th anniversary in four years. But this is not our goal. We must understand what we should do We have “the new Parker Techno-Village R&D system, which, we are proud to say, is a big step toward our policy for

to contribute to society beyond this milestone. To pass on technologies suitable for a better environment than what we this fiscal year, “Challenges for Change.” It is based on the concept of open innovation. Working with customers, we are

have today to future generations, we must contribute to a decarbonized society. strengthening the new R&D system to prepare for many different social issues in the future.

Research and support system

Functions
Rust-prevention Design

The Central Research Laboratories constitute the devel-
opment center that provides the basis of our technologies.

Here, we engage in basic research and product development Adhesion Hydrophilicity

Elemental

for customers worldwide. In addition to the Central Research - technologi
Self-deposition \
Laboratories, we have created several technical centers in .

Japan and overseas to improve products and provide timely prevention
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technological support by working close to our customers. S Chemical  "MOMOT s .
. ) Surface equilibrium Aggregation N Material
Meanwhile, we are currently renovating the Cen- Lubricity analysis & A Water % analysis  Hydrophobicity
tral Research Laboratories to expand and strengthen our @S ’::'”ac‘l::’r'l‘ V4 %?
P 9 Paintbase & Quantum Physical Polymerization "/%
research and development system for the future. ;«, chemistry chemistry i o,;;
« . " S Dispersi Electrochemi B S
Parker Techno-Village,” a new laboratory based on the S DRPERy — MMMW reduction 4
Wastewat omie !
concept of open innovation, will open in 2025. Central Research Laboratories extension (scheduled to open in 2025) e g o o D Assotion E
2 Crystallography science science '}E
& Aggregation Materjals Orga!ic Emulsification
Chemical Electrolysis IR norganic Gy 0il
. resistance chemi Synthesis repellency
Global R&D structure for regional management Computatonal o Chemical R %
e I Il lacro-
I TaiErans Deposition chemistry thermodynamics € i
Dividing the overseas market into three markets, China, Shanghai, China
’ . . Parker Surface Technologies i Inflation
India/ASEAN and another region that includes Japan, and hanghai) Co., Ltd. 9 Electroless - e
establishing a development hub in each of these regions Rlaind e "
facilitates quick technological development to meet needs Wear ! treatment techn0° Fingerprint
) o ) ) i resistance Roughening resistance
in the individual regions and builds a system that is able to ca
. ) Salt bath nitriding
closely follow customers to provide technical support.
The system is compatible with a broad range of services Liquid
leveraging the Group’s comprehensive strengths, such as Rayong, Thailand Hiratsuka, Japan N EEpEE A —
in i ; : Parker Surface Technol- Nihon Parkerizing Co., Ltd. —
product development in line with the performance required ogy Asia Pacific Co., Contral Rosoarcr s
Ltd. Laboratories futibacteiel

by customers and their environment for using the products,
the proposal of solutions to technical challenges and the pro-
vision of technical consulting and marketing services.

Strengthening core technologies and R&D

Our research and development activities pursue a chem-
ical equilibrium based on enabling metal surfaces to have
anti-rust and anti-abrasion properties through chemical reac-
tions. We pursue a state of chemical equilibrium and enable
all surfaces to have new features in our efforts to develop
new technologies to help solve social issues and achieve a
decarbonized society. We also use our core technologies,
such as conversion coating, heat treatment and functional
coating, to actively address environmental issues and pro-
vide eco-friendly products to a broad range of industries.

Nihon Parkerizing Co., Ltd. Integrated Report 2024

Challenges for Change in R&D

1) Develop surface modification technologies to contribute
to a decarbonized society, such as technologies related to
EVs and hydrogen

2) Develop surface modification technologies to contribute
to the environment, such as energy saving and high effi-
ciency equipment and the reduction of energy loss.

3) Develop 3R technologies contributing to an SDG-con-
scious circular economy

4) Promote open innovation and discover seeds of new
businesses

Nihon Parkerizing Co., Ltd. Integrated Report 2024
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Community Activities

The Nihon Parkerizing Group has established its policy on Social Contribution Activities and is guided by this policy. We

engage in various activities together with people from local communities.

As a member of a regional soci-
ety, we engage in diverse activi-
ties tailored to local demands. We
strive to coexist and cooperate in
harmony with local communities,
working hand-in-hand with govern-
ments and residents.

We support Children’s Rights and Business Principles and
are actively committed to supporting children’s education and
health. More specifically, we organize lectures on the daily pre-
vention of infectious diseases and donate Pal-Feel, an antiviral
and antibacterial spray for general consumers whose antibac-

Social Contribution Activity Policy

Social Contribution Activity Policy

1. The Nihon Parkerizing Group will work to achieve harmonious co-existence between
each of its business sites in Japan and other countries and the local community in the
area where they are located, thereby contributing to the sustainable development of

local communities.

2. The Nihon Parkerizing Group will collaborate with local communities to engage in
community-based activities, including environmental protection activities

3. The Nihon Parkerizing Group will develop a corporate culture that will enable employ-
ees to participate in social activities voluntarily as members of the local community.

Support for children’s learning and safety

terial effect lasts for about two months. Going forward, we will
respect children’s rights and remain dedicated to the support of

education and health.

Support for people affected by disasters (donations to relief funds)

To support the people affected by the 2024 Noto Peninsula Earthquake, the Nihon Parkerizing Group donated a total of 10 mil-
lion yen to a relief fund via the Japanese Red Cross Society.

THAI PARKERIZING CO., LTD.

Social activities of overseas companies

Mangrove planting

Since the Bang Pu area is close to the
sea, contaminated seawater and soil ero-
sion are problems there. To control these
problems, the locals plant many man-
groves. In 2022, Thai Parkerizing par-
ticipated in a mangrove planting project
along the shore in Bang Pu near its head
office. In 2023, the company indepen-
dently engaged in activities such as plant-
ing trees and collecting garbage inside the
industrial park.
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Supporting children who have their whole

future ahead of them
Thai Parkerizing gave a one million baht schol-
arship to 189 junior high and high school students
via OBEC (Office of the Basic Education Commis-
sion) to support the education of financially dis-
advantaged young people who have their whole
future ahead of them. Donations are used for pur-
poses such as buying teaching materials and uni-
forms. Also, our colleagues at Thai Parkerizing
visited a neighboring elementary school to donate
bicycles, stationery, computers and monitors that
were no longer used as other school supplies and
plav equipment. The colleaaues interacted with the
s . | pupils by eating
! lunch with them
and participating
in other school
activities.

P.T. PARKER METAL TREAT-
MENT INDONESIA

Supporting orphanages

The company donated confectioner-
ies to orphans at As-Syifa orphanage
located in West Java, Indonesia and
the facility manager so that the children
could eat them during the big festival
held after the fast observed by Muslims.

Hot Topic: Industrial machinery

The Platecoil is a heat exchanger made from a steel plate with a trapezoid fluid flow pattern
embossed into it. Heat exchange involves allowing the heat medium (e.g., vapor, heat transfer oil) or
refrigerant (e.g., water, chilled liquid, CFCs) to pass through an embossed sheet to heat or cool an
object (e.g., raw material, liquid solution) that contacts the lateral surface.

The product is mainly used in heat management systems in the chemical, food and semiconductor
industries. It is also gradually finding uses as an environment-friendly component of waste heat-
powered devices.

In recent years, we have collaborated with local municipalities in the development of a gas cylinder
device that facilitates efficient energy use. The Platecoil heats the gas inside a cylinder, enabling
maximal gas use with very little gas remaining in the cylinder. Cooling the gas enables the efficient and
stable filling of the cylinder.

Example uses of cylinder warmers
Used as a cylinder heater: Warm water (40 °C or below)
Used as a cylinder cooler: Cold water, brine.

Hot Topic: Engineering Business

In October 2023, Parker Engineering fully renovated its Technical Development Center to enable it
to meet the diverse needs of customers.

The center ensures the availability of many different environments for demonstrations, such as
demonstrations involving the latest solvent and powder coating systems, cleaning machines and
multipurpose drying furnaces. A remote lab may also be provided to customers who cannot visit the
center.
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Respect for Human Rights

The Nihon Parkerizing Group aligns with many human rights-related principles, including the UN Universal Declaration

of Human Rights. The Group has also established its Human Rights Policy and Guidelines and advances initiatives in

accordance with them.

Respect for human rights

The Nihon Parkerizing Group aligns with
the UN Universal Declaration of Human

Human Rights Policies

Rights, the ILO Declaration on Fundamental 1. The Nihon Parkerizing Group will comply with the laws and regulations of

Principles and Rights at Work and funda-
mental principles of the OECD Guidelines

for Multinational Enterprises on Responsi- human rights.

the countries and regions in which it operates, support and respect interna-
tional norms related to human rights, and fulfill its responsibility to respect

ble Business Conduct. We have also estab- 2. The Nihon Parkerizing Group will eliminate unfair discrimination and any form

lished the Nihon Parkerizing Group Human

of harassment in the workplace and respect labor rights.

Rights Policy to ensure that human rights 3. The Nihon Parkerizing Group will strive to promote respect for human rights

are respected. In addition, as a company

throughout its supply chain.

trusted by society, we will strive to maintain 4. The Nihon Parkerizing Group will prevent adverse human rights impacts.

and improve a safe and secure workplace.

It will take prompt and appropriate action when it identifies contributing or

complicit violations.

Human rights due diligence

The Nihon Parkerizing Group regards respect for human
rights in its business activities as an essential goal. It has
established a human rights due diligence system based on
international fundamental principles. Risks are researched
in this system. If our business activities may or have been
shown to affect human rights adversely, proper corrective or
relief measures are implemented.

We conducted a questionnaire of Nihon Parkerizing
employees in FY2023 and companies of the Group in Japan
and overseas regarding risks in general, including human
rights risks, to analyze and assess human rights risks. Based
on the results of this assessment and other information, we
will prioritize the human rights risks, proceed with initiatives
in a phased manner and reinforce measures to prevent and
mitigate risks in FY2024.

Mechanism for relief measures

The Nihon Parkerizing Group has established an office to
receive whistleblower reports of human rights infringement
and harassment. We promptly investigate the facts of mat-
ters reported to us, seek advice from attorneys or external
specialized institutions if necessary, and provide guidance,
instructions, and training to parties involved to remedy and
resolve problems appropriately. We protect the privacy of the

people who report incidents or consult with the office and
exercise sufficient care to ensure that these people are not
mistreated.

Fiscal year FY2021 FY2022 FY2023

Number of whistle-

blowing reports ° 24 26

Human rights awareness-raising activities

All employees are provided with e-learning programs in
addition to the training programs conducted when they join
the company or are promoted. The goal of these programs
is to enable employees to have a correct understanding and
recognition of human rights.

Furthermore, we publish the Compliance Newsletter every
month and provide compliance training every year.
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We will continue to provide training to enable employees
to increase their knowledge of human rights and correctly
understand related issues.

Percentage of employees who have taken
the e-learning course on business and human rights

9 8 . 5 % (1,228 out of 1,247 employees)

Human Resource Strategies

The Nihon Parkerizing Group considers human resources to be one of the most critical management assets. The Group

considers securing and developing human resources to be essential for its human resource strategies. We put significant

effort into the development of diverse human resources that will support the Group’s growth in the future and into build-

ing an organization capable of maximizing the vitality of its human resources.

Basic approach to promoting diversity

According to the words of our founder, “The foundation of
the business is people.” We recognize the need to respect
the values of every employee and to make the most of each
other’s strengths to continue to meet the diversifying needs
of our customers amidst the rapid progress of globalization.
The Nihon Parkerizing Group strives to ensure that everyone

who engages in operations related to the Group can stay
vibrantly active.

We are committed to promoting diversity so that individual
employees can leverage their diverse personal qualities and
maximize their abilities.

Diversity promotion initiatives

(1) Promote the career advancement of female
employees

We set a target of having 10% of our managerial-level
employees be female employees by 2030, believing that the
promotion of the career advancement of female employees
is a critical managerial issue that we face.

We are pushing forward with initiatives such as the improve-
ment of training opportunities to develop candidates for man-
agerial-level positions and the expansion and improvement of
the childcare leave system. These initia-
tives will be actively promoted through the Ok El,
development of a workplace environment Bl
that allows employees to balance work Use this OR code o
and childcare, irrespective of their gender.  see our past initiatives

Percentage of people in managerial-level
positions that are female employees

As of March 2 5 2030 10
31, 2024 % —> target %

(2) Global Human Resources

With the develop-
ment of our overseas
business, we are focus-
ing on recruiting global
human resources. We
are proactive in recruit-
ing foreign nationals
overseas and creating
an environment for the
acceptance of cross-cultural human resources as part of
our commitment to diversity. In addition to language training
focusing on speaking skills, we provide overseas training to
young employees based on our belief that overseas experi-
ence is essential.

We also launched the “Global Associates Program” to
accept technical staff from overseas Group companies to our
technology centers in Japan. Through this initiative, we con-
duct technological, cultural, and other exchanges in various
areas to invigorate the entire Group.

(3) Employment of people with disabilities

In cooperation with g 1 =5
special needs schools,
we are developing
a system for contin-
uously hiring peo-
ple with disabilities.
Through internships,
they directly experi-
ence our workplace
environment and workstyles, and this leads to employment
opportunities. We established a farm-type service to employ
people with disabilities and offer workplaces where peo-
ple with disabilities can work energetically. We are commit-
ted to increasing people’s understanding of company-wide
diversity through the interactions of employees regardless of
ability. Harvested vegetables are donated to nonprofit orga-

nizations and are provided to local consumers at food pan-
tries. In this way, through the initiative, we also contribute to
society and the regions where we operate.

(4) Recruitment of foreign nationals

Every year, we hire people of many different nationalities
who have undergraduate and graduate degrees. In fiscal
2023, employees of multiple nationalities joined the Group.
We currently work with 18 colleagues from seven countries.
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Image of an ideal employee

Based on Vision 2030, the Nihon Parkerizing Group has
defined the three qualities below as required, and it endeav-
ors to secure and develop human resources.

Image of an ideal employee

1. Able to change in line with the changes of the times.

2. Highly specialized, resistant to environmental change
and independent.

3. Have a global perspective, examine different ideas and
technologies from around the world, learn in a self-
directed manner and put them to practical use.

In accordance with these definitions, we remain up to date
on the gaps between the facts and the ideals and make
efforts to fill these gaps. Employees are evaluated, and their
improvement is enabled in terms of their skills, capabili-
ties, motivation, and organizational perspective. Our human
resources are strengthened, allowing the Nihon Parkerizing
Group to establish its ideal corporate culture.

The human resource behavioral evaluation was revised
in fiscal 2022, and new evaluation criteria were introduced
in fiscal 2023. The revision enables motivated and skilled
employees to assume jobs with greater responsibility at an
early stage. It can inspire employees’ self-directed motiva-
tion to improve. This revision should also help revitalize the
organization.

Human resource development

Nihon Parkerizing is advancing various initiatives, such as
the introduction of training and educational programs, with
the goal of developing from a long-term perspective. These
human resources are proactive,
dynamic, creative and capable of

pursuing global careers. In addi- participants
tion, to systematically develop
the next generation of leaders, 346

we offer a step-by-step training PR CIRIDPEaE)

Number of training

program for all employees.
The number of hours and expenses allocated to capacity-
building training for our employees in FY2023 was as follows.

Total Cost of training
training hours per person

7,847 535,239

Schematic diagram for ability development programs

Training provided outside the workplace Work-
Position place | Other
Human skills Technical skills Specialty (elective) training
= 373 2g
General- = = g5
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, S e — -
Manage- m?:\zgler a g8 ge
rial Management strategy training g 2S s
positions | | s =2 | 35
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Creation of a comfortable working environment

Pursuing employee happiness and achieving a high level of
self-fulfillment are among the most crucial aspects of our con-
tinued existence. To bring our employees as close as possi-
ble to this ideal, we provide a range of support according
to their life stages. The creation of a pleasant work environ-
ment also leads to higher labor productivity. We have estab-
lished programs for leave, leave of absence, working hours,

and income considerations for life events such as childcare
and nursing care. We are working to make these programs
known to all employees. We also support flexible work styles
through telework and flextime systems. These systems have
become widely available, enabling employees to work flexi-
bly and efficiently.

Proper management of work hours and elimination of long work hours

We seek to prevent long work hours and thorough com-
pliance in an effort to ensure proper management of work
hours. More specifically, employees’ attendance is thoroughly
managed so that no one works overtime for longer than 45
hours a month. Also, we review our operational manage-
ment and ensure that jobs are not concentrated on specific
employees. These efforts are communicated to our domestic

subsidiaries through meetings of presidents of the Group’s
companies and meetings of administrative managers. In this
way, we will keep working
to develop suitable work-
ing environments.

Average overtime hours

1 1 . 8 hours/month

Work-life balance initiatives

We encourage flexible, diverse workstyles in ways that
enable everyone to fully demonstrate their capabilities irre-
spective of differences in attributes such as age, gender, or
having a child or other person to care for. We also develop
and improve workstyles and suitable environments that
enable employees to take leave to enrich their lives both at
work and at home so that they can use their limited time in
the most efficient ways.

Since January 2024, both male and female employees
have been entitled to partial pay during childcare leave. Year
on year, significant improvements have been achieved in
terms of male employees’ taking childcare leave. The male
employees who took childcare leave look back on the expe-
rience positively. One employee said he keenly felt how dif-
ficult caring for children is while he was spending valuable
time with his newborn baby. Another said that he was able to
return to work without significant problems due to the sup-
port of his coworkers. To enable all eligible employees to take

childcare leave, we will communicate information to change
employees’ way of thinking and improve the environment
that allows them to do so.

We will continue to strive to improve productivity and
employees’ work-life balance by pursuing workstyles that
enable each individual to achieve the best results.

Percentage of female
employees taking
childcare leave

100 374

Return-to-work rate
(after female employees take
childcare leave)

100 71

Percentage of male
employees taking
childcare leave

Percentage of
paid leave taken

Work-life balance

Work from home/

Flextime system

Encouraging employees

Childcare leave Caregiving leave

teleworking to take annual paid leave
Employees can flexibly The company provides Paid leave can also be Childcare leave is partly A caregiving support
decide their work hours an environment that taken on a half-day basis paid for, with the goal system is available to
in accordance with their does not require that so that everyone can of encouraging male employees who work
lifestyle. employees commute so flexibly take it whenever employees to take child- while taking care of
that they can also work necessary. care leave. family members so that

outside the office.

they can balance care-
giving and work.
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Occupational Health and Safety

Supply chain management

The Nihon Parkerizing Group strives to maintain and promote every employee’s physical and mental health by enhancing The Nihon Parkerizing Group aims to build a sustainable supply chain. To this end, we have established close coopera-

tangible aspects (e.g., facilities and environment) and intangible aspects (e.g., health management) so that employees tive relationships with our suppliers. We are working to build resource management, production, and supply systems to
can exercise their full potential safely and comfortably. realize a recycling-oriented society. In addition, to build a stable supply system, we are strengthening our understanding

of and remedies against risks in procurement.

The Nihon Parkerizing Group has
established a Health and Safety Pol-
icy to ensure all employees and parties
involved, including subcontractors, know
the importance of preventing occupa-
tional accidents. They prioritize ensuring
safety and health for a safe and comfort-
able work environment.

Health and Safety Policy

Health and Safety Policy

. The Nihon Parkerizing Group will place the highest priority on the safety and

health of all of its employees. It will be committed to providing a safe and
secure work environment and promoting mental and physical health.

. The Nihon Parkerizing Group will take appropriate preventive measures for

health and safety and strive for continuous improvement.

. The Nihon Parkerizing Group will comply with all laws and regulations regard-

ing health and safety.

Physical and mental health management

Procurement Policies and promotion of CSR procurement

The Nihon Parkerizing Group and its
suppliers have established Procure-
ment Policies and Green Procurement
Guidelines to ensure sound procure-
ment activities in compliance with laws
and regulations and with environmental
considerations, respect for human rights,
and fair trade. Based on these policies,
we promote CSR procurement to fulfill
our social responsibility as a company.
In addition, we formulated the Quality
Assurance Manual for Purchased Raw

Procurement Policies

. The Nihon Parkerizing Group aims to realize coexistence and co-prosperity

with suppliers based on mutual trust.

. The Nihon Parkerizing Group will provide opportunities for procurement trans-

actions to all suppliers and select them fairly and honestly, considering quality,
price, delivery time, and other factors.

. The Nihon Parkerizing Group will comply with domestic and foreign laws, reg-

ulations, and social norms and request that its suppliers comply with the same
rules and regulations.

. The Nihon Parkerizing Group is committed to sustainable procurement activi-

ties, fully considering the environment, human rights, occupational health and
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We provide advice and support for health management
through interviews with industrial physicians to help employ-
ees maintain and improve their health. Believing that it is of
utmost importance for employees to understand, maintain,
and improve their health status, we encourage employees
to receive regular health checkups, aiming for the rate of
employees receiving the checkups to be 100%.

We provide employees with an opportunity to have stress
checks once a year to prevent mental health problems.
Employees who are highly stressed in the stress check are
encouraged to have an interview with an industrial physi-
cian. We also conduct group analyses of offices and plants
in addition to analysis of individuals and conduct hearings as
necessary to improve the workplace environment.

Risk assessment (chemical risks and health and safety risks)

Chemical risk assessment

Health and safety risk assessment

Using CREATE-SIMPLE, an assessment tool created by
the Ministry of Health, Labor and Welfare, for detailed risk
assessment, we estimate the risks and harmfulness of chem-
ical substances in work environments and seek to ensure the
safety and health of employees.

To prevent serious accidents and identify risks of hazard-
ous work, we assess the safety and health risks of our test
and research operations, manufacturing plants and process-
ing plants. Risk assessments are conducted at our different
workplaces in accordance with the risk assessment criteria
defined by the health, safety and environment manual and
referencing the Japan Industrial Safety & Health Associa-
tion’s risk assessments. The status of these assessments is
checked through internal auditing and other means.

Creation of safe and comfortable workplaces

A safe work environment is essential for

employees to perform their duties peace- o

Occupational accident frequency rate Occupational accident intensity rate

(%)

fully. We are proactively improving our 2,00 0.09 /.—.
workplace environment to create a pleas- 1.50 R — 0.06

ant workplace. In addition, all employees 1.00 /\ 00

and related parties, including subcontrac- 050 —_—
tors, engage in safety activities together to 000 Fvant o Fv202z o Fv2023 0 Fveoa 2oz FY202
achieve Zero aCCidentS. == Nihon Parkerizing alone Nihon Parkerizing + 8 domestic Group companies*' = Total for the manufacturing industry®

Occupational accident frequency rate = (Number of
casualties / Gross working hours) x 1,000,000

Occupational accident severity rate = (Number of
work-days lost/Gross working hours) x 1,000

*1 Nihon Parkerizing Co., Ltd., Parker Engineering Co., Ltd., Parker Processing Co., Ltd., Oita Parkerizing Co., Ltd., Komatsu Parkerizing Co.,
Ltd., Japan Kanigen Co., Ltd., Hamamatsu Netsushori Kogyo Co., Ltd., Milion Chemicals Co., Ltd., and Kyodoyuso Co., Ltd. Some of these
companies have been added since fiscal 2022 and include contractors.

*2 Source: Overview of the Ministry of Health, Labor and Welfare's whitepaper survey on trends of industrial accidents (survey of business

establishments (with 100 or more workers each) and survey of the construction work, general including public and private construction work)

Materials and informed our suppliers of safety, and corporate ethics.

the manual.

Supplier engagement

We conducted a questionnaire to promote the mutual
understanding between us and our suppliers. More than
80% of the suppliers responded to it.

We sorted the responses and concluded that procurement
that is environmentally and socially friendly and sustainable is
essential. Consequently, our procurement activities consider
the procurement of human rights-oriented, sustainable palm
oil, the sustainable use of water, biodiversity, soil contamina-
tion, air pollution and other matters.

Hot Topic: CSR procurement guidelines

In fiscal 2024, we will establish and disclose CSR Pro-
curement Guidelines, which take into consideration human
rights, forced labor, occupational safety and health and other
environmental and social issues, in addition to the existing
Procurement Policies and Green Procurement Guidelines.
As a part of the efforts to share these new guidelines, we
will conduct a CSR procurement self-assessment survey.

Risks and remedies in procurement

In recent years, the environment surrounding corporate
activities has significantly changed, and the future remains
uncertain, mainly reflecting the growing geopolitical risks in
addition to climate change and increasing natural disasters.

Our business performance has also been severely affected.
For example, the soaring prices of raw materials, including
phosphoric acid, which is a primary material, had a down-
ward impact on our profit. Given this situation, we continue
to step up measures to identify risks in our supply chain in a
timely manner and take steps to improve them from the per-
spective of our business continuity plan (BCP).

External environment affecting procurement

® Procurement uncertainty caused by geopolitical risks

e Delivery delay resulting from unexpected equipment
trouble

e Delays or suspension of deliveries resulting from natural
disasters

e Delivery time affected by logistics problems
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Quality Assurance

The Nihon Parkerizing Group is committed to technological innovation and quality improvement to provide products

and services that consistently exceed the expectations of customers and society. The Group provides products, toll

processing and technical support with reliable quality to our customers through continuous improvements to our quality

management system, compliance with legal and regulatory requirements, and fair and sincere corporate activities.

Quality Assurance System and Quality Policy

Based on a policy of customer
focus, the Nihon Parkerizing Group
is stepping up initiatives to cre-
ate its Group-wide quality assur-

Quality Policy

The Nihon Parkerizing Group strives to provide products and services that exceed the
expectations of society and customers, as well as quality improvement and technologi-

cal innovation in its efforts to enhance customer satisfaction.

ance system through quality audit
activities and quality training not
only within the Group but also at
domestic and overseas affiliates to

1. We will provide reliable quality to our customers by continuously improving our qual-
ity management system.

2. We will comply with legal and regulatory requirements and provide our customers with
safe and reliable products and services.

provide products, toll processing 3. We will strive to earn the trust of our customers by thoroughly preventing the recur-

and technical support that earn the

rence and occurrence of problems.

trust and satisfaction of customers. 4. We will enhance the transparency of our quality assurance system and conduct fair
and sincere corporate activities.

Quality management system

All of our plants in both the chemical and toll process-
ing businesses have obtained ISO 9001 certification. Under
the ISO 9001 fundamental principles of customer focus and
improvement of customer satisfaction, we have clarified our
procedures for providing better products to our customers
and implemented the PDCA cycle, thus advancing improve-
ment initiatives on an ongoing basis.

As part of our commitment to improving quality, we specify
the scope of these procedures (the plants they will be imple-
mented at) and have also acquired IATF 16949 certification
for the automotive industry and JIS Q 9100 certification for
the aerospace industry. Some of our products are ISO 13485
certified, a medical device industry certification. Overseas,
we are working to obtain ISO 9001 certification at all our affil-
iates. We are striving to build a system that will enable us to
meet global quality requirements.

Quality auditing

Rate of acquisition of ISO 9001 certification
(as of July 31, 2024)

Non-consolidated

16 plants in total: 5 product manufacturing plants and
11 toll processing plants 1 00%

Domestic consolidated subsidiaries

10 companies in total that are engaging in equipment
manufacturing/ product manufacturing/ processing
* Accreditation status of ten of our 13 domestic consolidated 90%
subsidiaries (excluding Parker Giken Kogyo, Kyodoyuso,
and Ozeki Chemical Industry, which do not engage in any of
the above businesses) (One of the ten companies has yet to
obtain the certification.)

Overseas consolidated subsidiaries

17 companies in total, which are engaging in engi-
neering/product manufacturing/toll processing 944
* Accreditation status of 17 principal overseas consolidated

subsidiaries (including IATF 16949 certification, not yet

acquired by one of the companies)

See our quality management
system certifications on our [ @ E ‘E'..-
website. fr:d £
EF =
Chemicals Toll Process-
business ing Business

We conduct internal quality audits. We seek to provide
products and services that consistently exceed the expec-
tations of customers and society and evaluate the appropri-
ateness and effectiveness of our quality assurance system.
Through these activities, we strive to ensure quality so that
we earn the trust of our customers.
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The internal quality audits check the operation of our qual-
ity management system (QMS), our corrective actions to
prevent nonconformities and their effectiveness in both our
chemicals business and our toll processing business. The
results of these checks are reported during management
reviews. Information about corrective actions to address
identified nonconformities is shared with other sites to pre-
vent similar issues.

How We Create a Safe and Reliable Workplace

The Nihon Parkerizing Group is working to ensure the safety and reliability of its production activities by strengthening

its quality control of manufacturing and processing in the chemicals and toll processing businesses by reducing the

hazardous work that on-site workers must do and improving their work environment.

Reliability is achieved by enhancing manufacturing quality control

We bolstered quality control with standardized process
audits of our domestic manufacturing plants, affiliates, and
subcontractors to advance sustainable resource manage-
ment, production, and transportation. We plan to expand
this initiative to our suppliers to strengthen our relationships
with them.

Results of standardized process audits at
manufacturing sites in FY2023

Domestic manufacturing plants: 6 locations -- All are excellent plants*
Plants of domestic affiliates: 3 locations -- Excellent or certified plants
Plants of overseas affiliates: 9 locations -- Excellent or certified plants

Domestic transportation contractors: 5 locations -- Excellent transportation
contractors.

* The judgment was made through audits that followed internal evaluation proce-
dures and standards.
(80 points or above: Excellent plant, 60 points or above: Certified plant)

Evaluation results of standardized process audits of
domestic manufacturing plants

Results of evaluation of manufacturing and equipment conditions

(Points)
100

0 Hiratsuka Kansai Kansai Fukuyama Kyushu Chiba
(Chemicals) (Rust prevention)

Results of evaluation of visualization and identification

(Points)
100

0 Hiratsuka Kansai Kansai
(Chemicals) (Rust prevention)

M Fy2021 Fy2022 M Fy2023
* Domestic manufacturing plants: Hiratsuka, Kansai, Fukuyama, Kyushu, and Chiba

Fukuyama Kyushu Chiba

Safety is ensured by reducing hazardous work

We conduct risk assessments of our product manufacturing processes to reduce hazardous work. We engage in continuous
activities, such as providing safety training and proposing improvements to reduce hazardous work for on-site workers, aiming to

eliminate dangerous work.

Initiatives for a circular economy and the reduction of GHG emissions

Aiming to make our plants environmentally friendly, we promote initiatives for a circular economy and the reduction of GHG emissions.

Examples of major 1) Recycling waste wood pallets

initiatives ! i
cans as a raw material container
3) Recycling product drums

2) Replacing polyethylene tanks with 18-liter metallic

4) Planning gasification of heat transfer oil generated
from a plant and steam boilers
5) Promoting the use of LED lighting in factory offices

Compliance initiatives

Enhancing quality control

Nihon Parkerizing distributes the Handbook for Prevent-
ing Inappropriate Quality-related Actions, which includes illus-
trations of inappropriate acts, to employees to prevent such
acts. The Change Management Handbook is issued to pre-
vent defects resulting from a change and to deter the scope of
investigation in the event of a defect. We have been reinforcing

our quality control so that we can ensure stable quality.

We conduct tests to determine employees’ degree of
understanding of the Handbook for Preventing Inappropri-
ate Quality-related Actions with the goal of ensuring that
employees throughout the Group know the handbook and
that instructions are thoroughly followed.

Comprehension test results FY2022 Eligible employees: 438 Percentage of test takers: 98.8% (437) 100% of the test takers passed
FY2023 Eligible employees: 372 Percentage of test takers: 100% (372) 100% of the test takers passed

* Pass-fall criterion: Achieving a score of 60 points or higher
Nihon Parkerizing Co., Ltd. Integrated Report 2024
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Corporate governance

At the Group, we believe that strengthening our internal control system and enhancing our corporate governance is

essential in our aim to continuously grow and develop while fulfilling our social mission and responsibilities guided by our

corporate philosophy, “We are contributing to the effective use of limited resources on planet Earth, creating new value

of resources through surface modification of all kinds of materials, preserving the global environment, and realizing an

affluent society.” We are pursuing initiatives for this purpose.

History of Governance Enhancement

June 29, 2016 Introduction of a performance-linked stock compensation plan using a trust for directors

June 29,2017 The transition from a company with a board of company auditors to a company with an Audit and Supervisory Board

June 27,2019 Introduction of an executive officer system

August 5, 2022 Establishment of a Nomination and Remuneration Committee

Corporate governance structure

In 2017, we transitioned to a company with an Audit and
Supervisory Board to strengthen our corporate governance
and improve our corporate value by enhancing the audit and
supervisory functions of the Board of Directors.

We have also introduced an executive officer system to
separate the management decision-making and supervisory
functions from the business execution functions, thereby accel-
erating decision-making, improving management efficiency,

and clarifying responsibility for business execution.

Of our ten directors, five are outside directors. They are
designated as independent directors under the Tokyo Stock
Exchange (TSE) rules and registered with TSE. In addition,
one of them is a female director.

Outside Director Female directors

5/10 directors 1 /10 directors

Corporate governance structure (as of July 5, 2024)

Appointment/Dismissal
Board of
Directors

Appointment/Dismissal Appointment/
Dismissal

inati Reply : . . i
Nomination _and ................ Director ‘ Audit and Supervisory Board ‘ Cooperation Accountant
Remuneration |, 7. (Excluding directors who are members of < """""""" (Directors who are members of the auditor
Committee Consult the Audit and Supervisory Board) Supervision | Audit and Supervisory Board) ‘
N N
Appointment/Dismissal Appointment/Dismissal :
Busin xecution . . X

usiness executio President & Executive Officer ;

Report : Cooperation
—{ Management Council ‘ 4

} Internal Audit Unit }(

‘ Internal Governance Committee ‘

Cooperation

v

Executive Committee

Compliance Committee ‘ Audit

(Executive officers)

Risk Management Committee ‘

—

Sustainability Committee ‘

Business execution departments/affiliates ‘
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Board of Directors

The Board of Directors consists of ten directors (including
five outside directors) and meets monthly in principle. Kazuichi
Satomi, Chairman, chairs the Board of Directors. It deliberates
on essential matters stipulated in the Articles of Incorporation
and the Board of Directors Regulations. It makes management

Audit and Supervisory Board

decisions to enhance the long-term corporate value of the
Group as a whole. The Board of Directors also supervises the
status of business execution by separating the management
decision-making and supervisory functions from the business
execution functions and clarifying responsibilities.

The Audit and Supervisory Board comprises four mem-
bers: one director and three outside directors. Masaharu
Kubota, an outside director who is an Audit and Supervi-
sory Board member, chairs the Board. It meets monthly
in principle. Directors who are members of the Audit and

Executive Committee

Supervisory Board attend meetings of the Board of Directors
and express their opinions as appropriate. They also conduct
audits, for instance, by examining essential documents, visit-
ing business offices, and inspecting subsidiaries. In addition,
accounting matters are regularly reported to the Audit and
Supervisory Board by the designated CPA.

The Executive Committee consists of eleven executive
officers and meets monthly, in principle. Masayuki Aoyama,
the Representative Director, President, and Executive Offi-
cer, chairs the Board. Its purpose is to discuss and resolve

Internal Governance Committee

critical executive policies and other matters based on the
basic guidelines decided by the Board of Directors, as well
as to discuss management matters to be submitted to the
Board of Directors in advance and report as necessary.

To carry out internal control, the Company has established
the Internal Governance Committee, chaired by the Presi-
dent and Executive Officer and composed of directors, and

Sustainability Committee

the Risk Management Committee and Compliance Commit-
tee as its subordinate organizations, aiming to build a more
effective governance system that includes Group companies.

We established the Sustainability Committee to strengthen
our sustainability efforts, further enhance our corporate value
in the future, and identify and address critical social issues on
an ongoing basis.

The President and Executive Officer chairs the commit-
tee, which consists of five members: the President, Chair-
man, Representative Director and Vice President, Managing

Executive Officer, and an Executive Officer. It deliberates on
sustainability activity policies, the promotion and manage-
ment of the progress of various sustainability-related mea-
sures, and matters related to climate change, including key
issues (materiality) and KPlIs.

This Committee meets quarterly and annually reports its
activities to the Board of Directors.
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System to ensure proper operations at group companies

We ensure the appropriateness of the business opera-
tions of Group companies, which are regulated by a range
of regulations established by each Group company based on
the Group company principles of conduct, which serve as a
code of conduct that applies to all Group companies.

The Company manages the Group companies through
a system of approval and reporting to the Company based
on the subsidiary management regulations. It monitors the

Nomination and Remuneration Committee

management of the Group companies as necessary.

If a Group company determines that the Company’s man-
agement guidance violates laws and regulations and poses a
compliance problem, it may report this to the Compliance Com-
mittee. The committee may report the Group company’s report
to the Audit & Supervisory Board promptly and present its opin-
ions. The Audit & Supervisory Board may state its opinions and
request that the Company develop improvement measures.

The Board of Directors’ decisions on the nomination
and remuneration of directors follow recommendations by
the Nomination and Remuneration Committee. To improve
the effectiveness of the nomination and remuneration of

directors, we have voluntarily established a Nomination and
Remuneration Committee, which is chaired by an outside
director, with the majority of its members being independent
outside directors.

Expertise and experience of directors (skill matrix)

To ensure accurate and prompt decision-making and
supervision toward the realization of our corporate phi-
losophy and long-term vision, our Board of Directors has

established a skill matrix of knowledge, experience, and abili-
ties required of directors. It intends to ensure a balance and
diversity of skills on the Board of Directors.

Skills Experience, knowledge, and abilities of the expected skills

Corporate management

Experience as a (representative) director of a company, management performance, and experience and
knowledge in business management

Marketing/sales Experience and knowledge in the marketing and sales field

Development/technology

Experience and knowledge in development and technology fields

International/global Experience in overseas business, knowledge of international affairs, culture

Finance/accounting accounting

Qualification as a Certified Public Accountant, experience and knowledge in the field of finance and

Legal affairs/compliance

Attorney’s license, experience and knowledge in the field of legal affairs and compliance

Corporate

Name
management

Marketing/sales

Development/
technology

Legal affairs/

International/global  Finance/accounting .
compliance

Kazuichi Satomi [ )

Masayuki Aoyama

Hiroyasu Tamura

Yasumasa Fukuta

Shimako Emori
(outside director)

Tatsuya Mori
(outside director)

Masaharu Kubota
(outside director)

Hayato Hosogane

Koji Chika
(outside director) o ®

Shigetaka Hazeyama
(outside director)
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Officers’ remuneration

Policy for the determination of or the method for calculating officers’ remuneration

At its meeting on March 22, 2021, our Board of Directors
passed a resolution on a policy for determining the content
of individual directors’ remuneration. Our basic policy is to
ensure that our directors’ remuneration is linked to the compa-
ny’s performance, reflects their positions’ responsibilities, and
results in increasing corporate value sustainably. Remunera-
tion for directors consists of monthly compensation, bonuses,
and performance-linked stock compensation. Remuneration
for outside directors and directors and members of the Audit
and Supervisory Board is monthly compensation only.

Amounts of bonuses are determined comprehensively by
using operating income, which is an indicator of the business
performance of our main businesses, as the primary index,
and by taking into account changes from the same period of
the previous year.

The performance-based stock compensation plan is a
system under which points are awarded based on business
performance for each fiscal year, and compensation, equiv-
alent to the accumulated points, is paid at the time of retire-
ment. Whether or not points are awarded, and the number of
points to be awarded are determined each fiscal year.

Total remuneration for directors

Total amount of

Total amount of remuneration by type (Million yen)

The amount of the ~ Number of eligible

Executive classification remuneration . Performance- N "
(Million yen) Fixed ) based co.mpensatlon at left officers
compensatlon . Is non-monetary
compensation .
compensation

Director (excluding directors who are members of
the Audit and Supervisory Board and outside 217 152 64 24 4
directors)
Members of the Audit and Supervisory Board

; ; ’ iR iR — — 1
(excluding outside directors)
Outside officers 42 42 — — 5

Evaluation of the effectiveness of the Board of Directors

Our Board of Directors conducts “a questionnaire of all
directors on matters for improving the effectiveness of the
Board of Directors,” including the operation of the Board of
Directors meetings, the content of agenda items, and the
status of supervision of business execution. Each director’s
self-evaluation and opinions are collected and analyzed, and
the Board of Directors receives the results.

As a result of the evaluation, we have confirmed that our
Board of Directors is generally effective regarding the oper-
ation of the Board of Directors meetings, the sufficiency of

prior explanations of matters to be resolved, and responses
to issues raised at the Board of Directors meetings, among
other aspects. On the other hand, while we have seen some
progress from the previous fiscal year, we confirmed the
need to continue to enhance discussions regarding human
capital-oriented management and management strategies
from a medium- to long-term perspective.

We will continue striving to improve the effectiveness of the
Board of Directors by making improvements in issues.
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Roundtable Meeting of Outside Directors

We are committed to playing a role in effective governance

to enhance corporate value.

Governance of the Group and the effectiveness of the Board of Directors

It has been five years since we assumed our roles as
outside directors in June 2019. Mr. Kubota, how

would you assess the corporate governance initia-
tives of the Nihon Parkerizing Group?

We always discuss governance from a comprehen-
Kubota [ . -
sive whole-group perspective, taking into account the

management policy in the 3rd Medium-term Manage-
ment Plan, which has been in effect since 2019, as well as our
3G (Global, Group, Governance) management approach. The
Nihon Parkerizing Group has 41 consolidated subsidiaries,
which is a more significant number compared to the size of the
company. We have numerous offices in Japan and overseas.
We emphasize proactively visiting these locations, asking
questions from an external perspective, and listening directly
to the opinions of the people on the front lines. Our audit staff
is limited to four Audit and Supervisory Board members and
seven Internal Audit Unit members, and we have devised ways
to ensure that the audits are conducted effectively and effi-
ciently. We regularly discuss accounting audits and internal
controls with our accountant auditor. Additionally, we collabo-
rate with the corporate auditors of the Group companies,
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requesting that they report their issues and initiatives to us.
Our goal is to share information throughout the Group. Our
audit methodology is steadily evolving.

What about the effectiveness of the Board of Direc-
tors? In my opinion, at our Board of Directors meet-

ings, we engage in unrestricted and open-minded
discussions where the opinions of outside directors are fully
respected. What is your view?

The Board of Directors engages in lively and mean-
R0 ingful discussions each month. The status of the ini-

tiatives outlined in the Medium-term Management
Plan is reported to the Board of Directors four times a year.
We review our overall progress and discuss approaches to
the challenges we face from perspectives different from the
internal perspectives. Liaison meetings for the outside direc-
tors are held prior to Board of Directors meetings. During the
past five years, we have received comprehensive briefings on
the agenda items for Board meetings. The initial purpose of
the liaison meetings was to bridge the information gap
between inside and outside directors. In fact, the meetings

have other benefits. They enable us to discuss objective
advice and opinions from an outside perspective from the
early stages of preparations. Following Board of Directors
meetings, we hold informal management roundtable meet-
ings to discuss various topics, including the status of over-
seas subsidiaries, strategic themes for the entire Group, and
future value creation. The management meetings are oppor-
tunities to learn more about the Company’s current status
and share our vision.

| also believe that the management meetings are valu-
" able opportunities. Some ideas can only emerge from a

free discussion in an informal setting. | believe we can
help foster appropriate risk-taking and create value for the Com-
pany’s future through these discussions. Mr. Kubota, you also
serve as the chair of the Audit and Supervisory Board. What
are your views on having an outside director serve as the chair?

The Audit and Supervisory Board is made up of four
Kub:
R0 members: one director and three outside directors.

All of the Board members are able to express their
opinions frankly. This composition, | believe, enables the
director, who has expertise related to the Company’s opera-
tions, and the outside directors, who have diverse perspec-
tives as an attorney at law, a certified public accountant, and
corporate executives, to engage in objective and fair discus-
sion, which enhances the effectiveness of governance.

~ lagree. | aim to actively express my opinions from an

external perspective at Board of Directors meetings

and on other occasions. | believe that the most sig-

nificant contribution | can make as an outside director is to

consistently question the current processes. | will ask, “Why
is this done this way?” and “Is this the best approach?”

Challenges to address to achieve sustainable growth

Last year, the Company published its first integrated
Kubot
— report. We received reports and consulted with

people from the early stages of preparing the report.
What are your thoughts on the publication of the integrated
report?

| think it was worthwhile that by publishing the inte-
grated report, we were able to increase the visibility

of the company’s initiatives. The integrated report
made visible the contribution to the environment through
surface modification technology, and in particular, the reduc-
tion of CO2 emissions through product development. We
were able to clearly communicate our business content and
technology to the outside world. It also became a good
opportunity for every employee to take pride in their daily
work by reaffirming the significance of our company's exis-
tence. Our surface modification technologies silently support
society. | hope that we can communicate that our technolo-
gies contribute to solving social issues more widely.

What do you believe are our challenges?
Kubota

| am concerned about the percentage of female
—
- employees in the Company and how they work. The

percentage of women in the Company is not high.
Still, when | encounter female employees, | notice that they
are all very active in their workplaces. Increasing the percent-
age of female employees is a method of promoting diversity,
but it is not the ultimate goal. It is essential that we effectively
establish a system that enables each employee to work ener-
getically and discuss whether we have done so and the

things that are required to enable each employee to maxi-
mize their potential. We then need to take action. The com-
pany comprises diverse individuals whose attributes, such as
gender, age, employment position, and nationality, vary
greatly. Some of them are raising children, while others are
caring for elderly family members. | hope to continue to
encourage this kind of diversity. Each individual can revitalize
the organization by showcasing their individuality and abili-
ties, and a positive cycle can be formed.

You have mentioned the 3Gs. | hope we will create a sig-
nificant trend that brings together all of the members of the
Group, aligning them in a shared direction, establishing an
identity, and promoting initiatives to enhance diversity.

Mr. Kubota, what are your thoughts on the chal-
Emori .
lenges that lie ahead for the Company?

A company has multiple stakeholders, such as
shareholders, business partners, employees, and

local communities, who are directly or indirectly
affected by its operations. In the long run, companies that fail
to live up to the expectations of these stakeholders will not
survive. | believe that our top priority should be employee
satisfaction. In other words, it means that each employee
must be happy before they can seriously consider the happi-
ness of others. To achieve this, we must bear in mind that the
happiness of each employee is the top priority for our com-
pany's management and that this will, in turn, lead to
enhanced corporate value and ultimately increase returns for
our shareholders. Our mission is to cultivate a corporate cul-
ture that supports this goal.
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Board Members and Officers s ez, 2029

ot

Chairman and CEO
CEO

Kazuichi Satomi

Representative Director
President & Executive Officer

Masayuki Aoyama

Representative Director
Executive Vice President and Executive Officer

Hiroyasu Tamura

Attendance at the Board of Directors meetings
12/12 (100%)

Attendance at the Board of Directors meetings*

Attendance at the Board of Directors meetings
12/12 (100%)

April 1985 Joined the Company

July 1987 Director of the Company

January 2000 Managing Director of the Company

June 2003 Senior Managing Director of the
Company

June 2005 Vice President of the Company

April 2011 President of the Company

June 2017 Chairman of the Company

June 2022 Chairman and President of the
Company

June 2024 Chairman of the Company (to present)

April 1986 Joined the Company

April 2009 Manager, Marketing Dept. of the
Company

June 2011 General Manager, International Plan-
ning Dept., International Div. of the
Company

April 2018 General Manager, International Man-

agement Dept., Corporate Planning
Div. of the Company

June 2019 Executive Officer and General Manager of
Group Management Div. of the Company
June 2022 Executive Officer and General Manager

of Group Management Div. and
Administration Div. of the Company

June 2024 Representative Director, President and
Executive Officer of the Company (to
present)

April 1983 Joined the Company

December 2009 General Manager of Accounting Dept.
of the Company

June 2015 Director and General Manager of
Administration Div. of the Company
June 2022 Director and in charge of Administra-

tion Div. and Group Management Div.
of the Company

June 2023 Representative Director and in charge
of Administration Div. and Group
Management Div. of the Company (to
present)

June 2024 Representative Director, Executive Vice

President and Executive Officer of the
Company (to present)

Director
Managing Executive Officer

Yasumasa Fukuta

Outside Director

Shimako Emori

Outside Director

Tatsuya Mori

Attendance at the Board of Directors meetings
12/12 (100%)

Attendance at the Board of Directors meetings
12/12 (100%)

Attendance at the Board of Directors meetings
12/12 (100%)

April 1989 Joined the Company

July 2016 General Manager of Marketing Div. of
the Company

April 2019 General Manager of Chemicals Div. of
the Company

June 2019 Executive Officer and General Manager

of Chemicals Div. of the Company

June 2022 Director and in charge of Chemicals
Div. and Commercial Processing Div. of
the Company

June 2024 Director and Managing Executive
Officer (to present)
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October 2002  Registered as an attorney at law
September 2004  Registered as a patent attorney

March 2009 Established Ocean Law Offices (to
present)

April 2009 Associate Professor of Komazawa
University Law School

April 2017 Professor of Komazawa University
Law School

June 2019 Outside Director of the Company (to
present)

December 2002 Joined Aozora Bank, Ltd.

July 2006 Joined Japan Asia Investment Com-
pany, Limited
May 2010 Joined New Horizon Capital Co., Ltd.

November 2012  Established Office-Prifiss

June 2019 QOutside Director of the Company (to
present)

Outside Director
(Audit and Supervisory Board Member)

Masaharu Kubota

Director (Audit and Supervisory Board Member)

Hayato Hosogane

Attendance at the Board of Directors meetings
12/12 (100%)

Attendance at the Board of Directors meetings
12/12 (100%)

April 1989 Joined Daini Tokyo Bar Association

April 1990 Chief of Jingumae Law Office (to
present)

June 2019 Outside Director of the Company

(Audit and Supervisory Committee
Member) (to present)

April 1983 Joined the Company

November 2012  Department Manager of Chukyo Dept.,
Chemicals Div. of the Company

June 2015 Director of the Company and President
of Thai Parkerizing Co., Ltd.

April 2019 Director and General Manager of Cor-
porate Planning Div. of the Company

June 2020 Director (Full-time Audit and Supervi-
sory Board Member) of the Company

June 2022 Director (Audit and Supervisory Board

Member) of the Company (to present)

Qutside Director (Audit and Supervisory Board Member)

Koji Chika

Outside Director (Audit and Supervisory Board Member)

Shigetaka Hazeyama

Attendance at the Board of Directors meetings
12/12 (100%)

Attendance at the Board of Directors meetings
12/12 (100%)

March 2013 Executive Officer and General Manager
of the Marketing Planning Dept. of
Nippon Life Insurance Company

March 2015 Executive Officer and Deputy General
Manager of the Customer Service
Headquarters of Nippon Life Insurance
Company

March 2017 Managing Executive Officer and
General Manager of the Head Office
Osaka Corporate Marketing Dept. of
Nippon Life Insurance Company

April 2019 Representative Director and Vice
President of SEIWA BUSINESS LINK
CO. LTD

June 2019 Outside Director of the Company

(Audit and Supervisory Committee
Member) (to present)

April 2020 Representative Director and President
of SEIWA BUSINESS LINK CO. LTD
(to present)

October 1997 Joined Chuo Audit Corporation

April 2001 Registered as a certified public
accountant

February 2002  Joined Starbucks Coffee Japan Ltd.

January 2007 Established Hazeyama Certified Public
Accountant Office (to present)

August 2017 Registered as a certified tax accountant

June 2022 QOutside Director of the Company
(Audit and Supervisory Committee
Member) (to present)

* This applies to Board of Directors meetings for the fiscal year held after June 29, 2023.
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Risk Management

The early detection and handling of risks is essential for the smooth operation and achievement of business. The Nihon
Parkerizing Group is striving to develop and strengthen its risk management system to detect risks early enough with

the potential to impede the achievement of business objectives and to respond promptly and appropriately when risks

Compliance

The Group is committed to being a corporate group trusted by its stakeholders. For this purpose, we fulfill our corporate
social responsibilities while complying with all laws and regulations in our business activities. Through various systems

and initiatives, we strive to raise awareness of compliance issues and foster a sound corporate culture.

materialize.

System for driving risk management

We have established a Risk Management Commit-
tee under our Risk Management Rules. Risk management
supervisors and risk managers, who play a critical role in the
risk management system, are responsible for managing the

overall risks of all Group companies. We conduct a risk sur-
vey once a year to review our risks, examine means of identi-
fying and tackling risks, and provide internal training.

Risk assessment and response measures

Risk assessment process

Collecting risk information and identifying risks

Collecting a wide range of risk cases from external information, in addition to risk survey
results, and identifying risks that may have a significant impact on the company from

among the collected risk cases
Risk calculation

Calculating the significance of the identified risks. Quantitative or qualitative calculations
are based on two factors: the likelihood of an event occurring (probability of occurrence)
and the magnitude of the impact that will be given if an event occurs (level of impact).

1SN Risk assessment

Comparing the calculated risks with predetermined risk criteria and determining the

need for actions and the level of importance
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We formulate measures to address each significant risk.

Business continuity plan (BCP)

To fulfill our corporate social responsibility, we have pre-
pared and regularly reviewed a business continuity plan
(BCP) to minimize damage and ensure business continuity
and an early recovery during a disaster or other emergency.
We are also taking steps to strengthen our business continu-
ity management (BCM) by conducting earthquake response
drills, among other initiatives. At Nihon Parkerizing, the basic
policy we adopt in our measures to address disasters is to (1)
protect the lives of employees and their families, (2) strive to

preserve management resources, and (3) contribute to busi-
ness continuity and early recovery, We have established a
disaster control manual and operate according to it. We have
also introduced a system for confirming employees’ safety
and health status as part of our measures to tackle disasters
and pandemic diseases. This system enables us to promptly
check employees’ safety and health status during an earth-
quake, pandemic or other emergency.

Information security

We take the following approaches to address information
security risks that have been increasing in recent years, such
as cyber-attacks and conventional information security risks.
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Three approaches to information security measures

Establishing and continuing to review management systems
and internal rules related to information security

Implementing and continuing to review technical and physi-
cal measures

Improving information security literacy through information
security training and drills and continuing to review train-
ing plans*

* We are taking initiatives to raise information security awareness, including peri-

odic training for officers and employees and drills on targeted e-mail attacks.

System for driving compliance

We have established a Compliance Committee to establish, maintain, and review our compliance system under the Basic Com-
pliance Rules. Such efforts are also regularly reported to the Internal Governance Committee.

Promoting compliance

Recognizing the social responsibility that corporate activ-
ities provide, we have distributed a Code of Conduct for
Executives and Regular Employees that defines the proper
behavior expected of executives and employees. We ensure
that all executives and employees in Japan and overseas are

fully informed of the Code of Conduct. We are thus foster-
ing a corporate culture that does not tolerate misconduct. In
addition, we have established Employment Regulations and
Anti-Harassment Regulations to prevent discrimination and
harassment.

Whistleblowing system

The Group has established a reporting desk where
employees can report and seek advice about incompliance
and facts suspected of non-compliance. We have estab-
lished a system that maintains the confidentiality of whistle-
blowing information, accepts anonymous whistleblowing,
and otherwise complies with the Whistleblower Protection

Act to protect whistleblowers. If any problem arises that
needs to be addressed, we will respond according to its sig-
nificance. In the unlikely event of a human rights violation, we
will take action appropriately, including actions to remediate
the situation.

9 For the number of whistleblowing reports, please see page 55.

Training and enlightenment activities

Activities for preventing corruption and harassment

The Nihon Parkerizing Group translates and distributes a
compliance handbook and the Code of Conduct for Execu-
tives and Regular Employees in ten languages so that Group
employees in each country can understand them. In addition,
we hold training sessions and conduct regular training and

enlightenment activities through e-learning and other means.

Supply Laws and
chain regulations

Corporate

Quality Compliance governance

Information Human
management rights

Quality compliance activities

We have introduced a Compliance and Quality Enhance-
ment Month to undertake various initiatives in December
every year to foster an awareness of compliance and qual-
ity. In FY2023, we delivered the top message, “Handling num-
bers accurately and carefully.” We put up posters, including
ones showing the qual-
ity slogan. In addition, each
department determined the
themes of their issues and
worked on remedies and
improvements. Ten Group
companies also participated
in the activities.
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